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D6fCLRESPONSESOFROYALCARIBBEANCRUISESLTDRCLTOCi3PiiI2BPitI24QUESTIONSFORTHERECORDrEUNNrvitflhCuFEDERALMARITIMECOMMISSIONHEARINGftUarinFUirtcurrPASSENGERVESSELFINANCIALRESPONSIBILITYMARCH320101Foreachcruiseoperatorthatusedasuretybondtomeetitsfinancialresponsibilityrequirementshowmuchdiditcosttomaintainthebondin2009andhowmuchdoyouanticipateitwillcostin2010RCLResponseCONFIDENTIAL2HowmanypassengersdoyourcruisesthataresubjecttotheFMCsfinancialresponsibilityrequirementsserveinayearRESPONSETOBEPROVIDEDBYTHECRUISELINESINTERNATIONALASSOCIATIONCLIA3WhatisyouraveragefareperpassengerforcruisesthataresubjecttotheFMCsfinancialresponsibilityrequirementsRESPONSETOBEPROVIDEDBYCLIA4WhatassessmentormeasureshouldtheCommissionuseorlooktoinanefforttogaugethefinancialstrengthandbankruptcyriskofacruiseoperatorwhomaybeaprivateorforeigncompanyWhatshouldtheCommissionusetoensureareliableindicationofcreditriskwithouthavingtohireateamofindustryandfinancialanalystsRCLResponseTheassessmentsandmeasurestheCommissionshouldusetogaugethefinancialstrengthandbankruptcyriskofacruiseoperatorarethosebroadlyusedtoevaluatethehealthandviabilityofanycommercialenterpriseTheseincludetheevaluationofthecompanysprofitabilityoperatingpertormancefreecashflowgenerationliquidityleverageanddebtlevelsinterestexpensecoverageandreturnonassetsandequityThesemetricsshouldbeanalyzedoverthe



recentpastforecastedforfutureperiodsandbenchmarkedagainstrelevantcompetitorsandindustrystandardsForpubliclytradedcompaniesandcompanieswithpubliclytradeddebtthefinancialdataandcreditratingsarereadilyavailableForprivateandorforeigncompaniesthereareanumberofcompaniesEquifaxDunBradstreetMoodysStandardPoorsHooversthatprovidefinancialinformationonselectentitiesforaperinquiryfeeorbysubscriptionAdditionallyweareawareofseveralentitiesLloydsMIUandOceanIntelligencethatspecializeincreditreportsonprivateshippingcompaniesLloydsMIUforexampleoperatesanonlinedatabaseavailableatSeasearchercomthatincludesdataon120000vesselsand163000shippingcompaniesincluding14000creditreportsIfacreditreportforacompanyisnotavailableLloydsMIUacceptscommissionsfornewreportsTheFMCmaywanttoconsiderengagingthesetypesofentitiestoprovidefinancialreportsonanycompanyofconcerntotheCommission5WhatpercentageofunearnedpassengerrevenuesUPRdocreditcardcompaniesrequireyoutosetasideorprotectWhatprotectionsforthatamountarerequiredtomakesurethatitisnotspentorobligatedWhatdoesthatprotectedamountcoverDoesitincludenonperformanceofacruiseairfareandorothercostsorreimbursementsRCLResponseCONFIDENTIAL6HistoricallyweunderstandthatcreditcardcompanieshavereimbursedpassengersaftercruiselinebankruptciesevenwhentheiroriginalpaymentwasoutsidethewindowestablishedbytheFairCreditBillingActAreyouawareofanycontractualobligationforcreditcardcompaniestoreimbursefornonperformanceDothecreditcardcompaniesmakeanycommitmentstocruiseoperatorsinexchangeforthecruiseoperatorsettingasideaportionofUPRfortheeventofnonperformanceRCLResponseCONFIDENTIAL7WhatpercentageofyourpassengersobtaintravelinsurancethatcoverscancellationofacruisebecauseofnonperformanceWhatpercentageofthattravelinsuranceisobtainedfromathirdpartyasopposedtothecruiseoperatoritselfRESPONSETOBEPROVIDEDBYCLIA2



8OnOctober192001AmericanClassicVoyagesdeclaredbankruptcyWereallpassengersfullyreimbursedfollowingthatbankruptcyHowlongdidittakeforthepassengerstobereimbursediftheydidnotusecreditcardsRESPONSETOBEPROVIDEDBYCLIAIfacruiseoperatorarguesforcurrentorreducedbondingorescrowobligationsduetoitsfinancialhealthatwhatpointshouldacompanyberequiredtosetasidemoreUPRfornonperformanceIfunforeseeneventsoreconomicconditionscauseanoperatorfinancialhardshipwouldincreasingthatoperatorsfinancialresponsibilityrequirementsatthattimebeopposedasaddingtothehardshipRCLResoonseAsRCLindicatedpreviouslytheCommissionmaylooktotheonlinefinancialstatementswhichappearontheSecuritiesandExchangeCommissionsEDGARwebsiteforthepubliccompanycruiselinesmonitorStandardPoorsandMoodyscreditratingsandalsoengagespecializedcreditreportingagenciestoprovidecustomreportsonprivatecompaniesThesesourceswouldshowmaterialfinancialchangeovertimeandwouldgivetheCommissionaverygoodindicationofanygrowingfinancialconcernsPresumablyiftheCommissionobservesaveryrapiddropinliquidityandavailablecreditorseesamaterialmultistepdowngradeincreditagencyratingstheCommissionwouldcommunicatewiththeaffectedcruiselinetolearnthefactsanddecidewhatactiontotakeRequiringadditionalcollateraltiesupfinancialresourcesotherwiseavailabletoperformvoyagessotheCommissionwouldhavetoconsiderthetradeoffsinimposingonanaffectedcruiselinearequirementtoincreaseitssecurityarrangementsintimeofstressThiswouldhavetobedoneonacasebycasebasis10Ifalargecruiseoperatorfailswhileholdingasuretybondthatrepresentsonly3to5ofitsUPRandpassengersarenotfullyreimbursedwhatwouldbeyourresponsetocriticswhoarguethattheCommissionsfinancialresponsibilityrequirementsweretoolaxRESPONSETOBEPROVIDEDBYCLIA



11IsityourpositionthatdespiteinflationandallofthechangesintheindustrytheCommissionshouldgobeyondtwentyyearswithoutmakinganadjustmenttoitsfinancialresponsibilityprotectionsWhatwouldhappentoacruiseoperatorthatwenttwentyyearswithoutadjustingitsfaresRESPONSETOBEPROVIDEDBYCLIAQuestionofChairmanLidinskyandCommissionerBrennan12PleasedescribeyourbookingwindowHowfarinadvancedoyourpassengersbooktheircruisesonaverageWhatdoyourequireforadepositfromyourpassengersHowfarinadvancedoyourequirepaymentofthepassengersfareorofportionsofthepassengersfareRCLResponseForUSguestsRCLgenerallyrequirestheinitialbookingdepositswithin7daysofbookingacruisethebalanceofthecruisefareisdue6090dayspriortothesaildateDepositamountsforUSguestsaretypically100USDperpersonforcruisesof5nightsorless250perpersonforcruisesof68nightsand450perpersonforcruisesthatare9nightsormoreDeposittermsdifferfornonUSguestswhopurchasetheircruisesatvariousmarketsoutsideoftheUSQuestionsofCommissionerDve13WhattypesofreasonableinformationregardingpassengertravelinsuranceandcreditcardprotectionsfornonperformanceofacruisecouldyourcompanyreporttotheCommissionwhichwouldassurerepaymenttopassengersintheeventofnonperformanceRESPONSETOBEPROVIDEDBYCLIA14HowcouldtheCommissionamenditsfinancialresponsibilityregulationstoprovideregulatoryrelieftothosepassengervesseloperatorswhohaveunearnedpassengerrevenuelessthan15milliondollarswithoutraisingtheCommissionscurrent15milliondollarcap4



RCLResponseRCLdeferstocruiselineswhohaveunearnedpassengerrevenuetotalinglessthan15million15HowcouldtheCommissionamenditsregulationswhichcurrentlyrequirecoverageofnolessthan110percentofthehighestunearnedpassengerrevenueamountoftheprevioustwofiscalyearstobetterreflectthehighlyvolatileunearnedpassengerrevenueofseasonalpassengervesseloperatorsRCLResponseTheCommissioncouldbemoreflexibleinthetypesofarrangementsallowedsothatinlieuofbeinglockedintothe110ofthetwoyearpeakamountcruiselineswithsignificantseasonalvariationsmightprovidepartoftheirsecuritywithaflooramountguaranteeorbondandthencoverthefloatingamountwithinstrumentssuchaslettersofcreditguaranteesorescrowbalancesthatcouldberesetfrequentlytofollowmorecloselythecruiselinesactualfaredepositsonhandfromtimetotime16DoyoubelievetheCommissioncontinuestoneeda10percentfixedamountofunearnedpassengerrevenueinescrowaccountsfiledattheCommissionbypassengervesseloperatorsRCLResponseRCLdoesnotbelievethisisnecessary17HowcouldtheCommissionamenditspassengervesseloperatorfinancialresponsibilityregulationstobetterreflecttheexistenceofcurrentFederalconsumercreditcardprotectionsRESPONSETOBEPROVIDEDBYCLIA


